
                                                        Briefing 

Westminster Hall Debate – Inheritance tax relief for working farms  

In advance of the Westminster Hall debate on e-petition 700138: inheritance tax relief for 

working farms, on Monday 10th February, NFU Scotland provides the following briefing.  

 

Need for Proper Consultation 

NFU Scotland, and the other farming unions, are calling on the Treasury to pause, re-think 

and properly consult due to the serious negative impact the proposals for inheritance tax 

(IHT) reforms would have on growth and employment in the agricultural sector, the wider 

rural economy and on the nation’s food security. We strongly believe that proper consultation 

would ensure that: 

• Any reforms to Agricultural Property Relief (APR) and Business Property Relief (BPR) 

will better enable the UK Government to meet its fiscal objectives 

• Working farm businesses would not be arbitrarily broken up on death  

• Land available for agricultural tenancies would not be reduced. 

 

Alternatives to the current Government proposed reforms to APR and BPR would: 

1) Better target reforms towards raising tax revenues from those utilising reliefs for IHT 

planning (i.e. investors) 

2) Avoid risking the continuity of trading businesses (i.e. family farming businesses).  

3) Better protect agricultural businesses than the current IHT reforms which would 

enable viable farming and crofting in Scotland, and across the UK, to continue to play 

their critical role in high quality food production, tackling climate change, enhancing 

nature and underpinning rural communities. 

 

Impact of the Changes         

The UK Government stated that 520 farms will be affected across the UK in 2026/27. 

However, this number is based on a single year only (2021) snapshot and does not reflect 

the full potential impacts of the proposals. Several independent studies have set out more 

likely implications in stark terms. 

Scotland’s Rural College (SRUC) 

• Currently only 26 per cent of farms from Scottland’s Farm Business Survey (FBS)1   

fall below the lower threshold of £1 million, whilst 43 per cent exceed the higher 

threshold of £2 million.  

 
1 https://www.sruc.ac.uk/media/4a1ld0sx/scottish-farm-business-survey-flyer_v2.pdf 
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• The profile of farming in Scotland means larger land holdings and higher asset values 

– making Scotland’s family farms more exposed.  

• Many farms in Scotland over the £2 million threshold would face annual IHT 

payments – some rising to over £100,000 per year over 10 years with payments 

estimated to be between 2 and 37 per cent of income of these family farms.  

• To meet these new tax liabilities, many farms would need to sell land and other 

assets – leading to their fragmentation to the point they become unviable.   

Central Association of Agricultural Valuers (CAAV)2  

• The UK Government is underestimating the number of affected farms by a factor of five 

and, with inflation bringing yet more over the tax threshold within the next generation, 

that at least 75,000 farms will be affected by this cap.  

Savills UK3  

• 88 per cent of UK farmland would be impacted by the APR and BPR proposals, yet 

only 0.05 per cent of the total national tax revenue would come from them.  

• Because the return on capital employed in agriculture is so low (around 0.5-1 per cent), 

a significant proportion of a farm’s earnings will be required to pay the IHT due. 

Rural Accountancy Group (RAG)4 

• The proposed measures will continue to encourage investment in land for the purposes 

of tax avoidance.  

• For the most part, paying the IHT, even when spread over ten years, is unaffordable 

by farm businesses.  

Agriculture and Horticulture Development Board (AHDB)5  

• Over 75 per cent of farms in England and Scotland of 50 ha (124 acres) or more in size 

will be affected by the changes to IHT.   

• Due to the low rate of return on net current assets in farming, the most cost-effective 

way a cereals producer could pay their expected tax burden would be to sell land. 

Major Supermarkets 

• Major supermarkets including Tesco, Asda, M&S, Lidl, Aldi, Co-op, Sainsburys and 

Morrisons, have recently urged the UK Government to pause and consult on these 

proposals6 highlighting that ‘the UK’s future food security is at stake’. 

Contact: Jonnie Hall (07770 934 898) or Beatrice Morrice (07780 607 225) 

 
2 committees.parliament.uk/oralevidence/15134/html/ 
3 Savills UK | How will inheritance tax reform impact farmers?  
4 RAG_Report_Jan_2025-compressed.pdf 
5 Inheritance tax changes to affect more than 75% of English and Scottish farms of 50 
hectares in size or more | AHDB 
6 https://www.bbc.co.uk/news/articles/cq8k5ez504wo  
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